










Social capital, local policy and entrepreneurship in Sweden’s municipalities and regions 
 

An interactive project between Arena för Tillväxt (SKL, ICA and Swedbank) and researchers, 

about entrepreneurship-promoting factors in various municipality types. 

 

Aim and specific goals 
Aim: to create new, policy relevant knowledge on entrepreneurship-promoting factors in 

various region/municipality types, with special focus on local policy and local social capital 

and their mutual relationship. 

Specific objectives: For Sweden as a whole and for different municipality types, and in 

various sectors and sub-sectors: 

 Make a comprehensive empirical description of start-ups of new firms and their 

characteristics regarding industry sector, survival, growth and a number of 

characteristics of the owners. 

 Analyze the relative importance of factors that support and counteract start-ups of new 

firms. 

 Analyze the impact of various types of social capital for start-ups. 

 Analyze the impact of local policy on start-ups. 

 Analyze the impact of local policy and „political/policy entrepreneurship‟ on building 

entrepreneurship-supporting social capital. 

 Analyze mortality rates of start-ups and their determinants. 

 In collaboration with Arena för Tillväxt produce findings that can be used by local 

policymakers to build social capital and support entrepreneurship. 

 

Overview of the research area 
As shown in e.g. Braunerhjelm (2010) and Andersson & Noseleit (2011) modern research 

shows a positive relationship between entrepreneurship and regional economic growth. Policy 

has responded to these findings and policies promoting startups have high priority all over the 

world. There is also a substantial body that addresses the spatial dimensions and the 

determinants of entrepreneurship (e.g. Storey & Johnson 1987, Fritsch & Falck 2007 and 

Sternberg 2009). 

Entrepreneurship is considered by many to be a highly individual choice. However, several 

recent contributions reflect an ongoing dialogue between scholars of entrepreneurship, social 

capital, and institutional change including Saxenian (1994), Markusen (1996) and 

Johannisson (2000). These argue that individual entrepreneurs require a network of 

supporters, and propose that entrepreneurship involves mobilizing a support community. This 

suggests that local social capital, i.e. local social networks within and between different 

groups and the norms, values and attitudes that are being distributed in these networks, has an 

impact on entrepreneurship.  

In this spirit it can be argued that regional variations in the rate of startups are connected to 

variations in the local entrepreneurial social capital (ESC) (Westlund & Bolton 2003). Thus, 

the propensity to start new firms is (among other things) a function of local entrepreneurial 

social capital, a spacebound asset that contributes to the “place surplus” (Bolton 2002, 

Westlund 2006) of a place or a region, which spurs entrepreneurship and makes the place 

attractive for investors, migrants and visitors.  

Due to lack of register data, most of the empirical research has been based on samples of 

individual firms and data collected using interviews and questionnaires. However, recent 

research on Sweden utilizes detailed register data on individual self-employed/employers and 

their environments (for example Delmar et al. 2008). A spatial perspective has generally been 

lacking in these studies. Two exceptions are Eliasson & Westlund (2013) and Andersson & 



Larsson (2014) which distinguishes between urban and rural areas in Sweden. The latter also 

considers the influence of social networks to entrepreneurs on individuals‟ decisions to 

become entrepreneurs. 

Reynolds et al. (1994) summarize findings of coordinated studies of determinants of new 

business formation in six countries. Certain factors, albeit measured in somewhat different 

ways, explained a large share of the regional variations in startup rates. Growth in demand 

showed positive, significant impact in most countries. Urbanization/agglomeration in the form 

of population density also showed positive effects, as did the share of small firms of total 

firms. Of other tested variables, it can be noted that unemployment gave mixed or 

insignificant effects, as did local political majority. Government spending and assistance 

programs were insignificant. The share of labor force with higher education was significant in 

only one country.  The models for all economic sectors explained a higher proportion of the 

variance in startups compared with the models for manufacturing startups. Other scholars, 

among them Armington & Acs (2002) and Westlund et al. (2014a) have shown similar 

results.  

In the Swedish literature on regional determinants of new firm formation Davidsson et al. 

(1994) forms a benchmark. Andersson & Koster (2011) show a clear persistence in startup 

rates at the municipal level. According to them, a partial explanation is differences in 

“entrepreneurial climate,” a factor that link conceptually to local entrepreneurial social 

capital. Karlsson & Backman (2011) show that local accessibility to human capital has a 

positive impact on startups.  

Despite the fact that policy for new firm formation is given high priority in many countries, 

studies of entrepreneurship policy and its effects are surprisingly few and those that exist are 

mainly program evaluations (Pons Rotger et al. 2012). This lack of studies can probably be 

explained by the lack of data. However, a pioneering study by Lundström et al. (2013) has 

shown methods to estimate the costs of SME and entrepreneurship policy at national level and 

applied this method on some European countries.  

No comparative studies of the business promotion activities at local level and their results 

seem to exist. Westlund et al. (2014a) has shown that local policy in terms of the proportion 

of municipal activities contracted out to private companies has a significant influence on 

startups in two industry groups: business services and in education, health and medical service 

and other public and personal services (also when a number of other variables are controlled 

for). The motive for outsourcing municipal activities to private actors is budget efficacy, i.e. 

not supporting entrepreneurship, but the effect on startups in these subsectors is still there.  

Many of the general definitions of entrepreneurship are centered on the discovery (or 

creation) of business opportunities and the gathering of resources to exploit them. One 

example is the one by Shane & Venkataraman (2000): “Entrepreneurship is an activity that 

includes the discovery, evaluation and exploitation of opportunities...”  

A growing literature has taken this opportunity approach as a starting point for applying the 

entrepreneurship concept in fields of society outside the business sphere. Among these new 

fields of entrepreneurship we in this project focus on political/policy entrepreneurship within 

or connected to the public sector (e.g. Buchanan & Badham 1999, Harris & Kinney 2004, von 

Bergmann-Winberg & Wihlborg 2011). Based on a survey to the directors of all Swedish 

municipalities with questions about how local government aimed at discovering, evaluating 

and exploiting development opportunities (response rate 83%), Westlund (2011) constructed 

an index of political entrepreneurship in local government and found that it had positive 

covariations with population development in rural and sparse rural municipalities and in the 

third of Sweden‟s municipalities that had the lowest population growth, but negative 

covariations with population development in metropolitan municipalities. Westlund et al. 

(2014b) used this index as a measure of local entrepreneurial/innovative policy in a study of 



determinants of innovation on municipality level and found that it had a significant positive 

effect on innovation in metropolitan and urban municipalities. Startups per capita were 

negatively connected to innovation, a fact indicating that innovation mainly is taking place in 

established (and probably larger) firms. The different impacts of the index for metropolitan 

and rural/low growth municipalities on population growth and innovation respectively, was 

interpreted as an indication on that local entrepreneurial/innovative policy in rural areas 

mainly are focused on supporting entrepreneurship and not innovation, while similar policies 

in cities more are aimed at supporting the growth (and innovation) of existing firms. 

A pilot study for this project has been performed in three Swedish municipalities, with in total 

31 interviews. The results of the pilot study provide evidence of local political 

entrepreneurship and activities that influence the local social capital. Local government 

agencies are engaged and promote entrepreneurship in different ways, especially through a 

strong collaboration with local support organizations and local businesses. Specifically, we 

could identify two types of support-organizations, companies and associations. These 

organizations were either collectively owned by the municipalities and local businesses, or 

organizations sponsored by the municipality and the local businesses. 

The pilot study showed a number of ways in which municipal officials act entrepreneurial and 

influence local social capital and new firm formation and growth. This project will use the 

experiences from the pilot study to develop the findings to a coherent research field on the 

interaction between local policy, governance, social capital of different sectors and new firm 

formation in the service sector.  

 

Project description 
Theory and hypotheses 
The project takes its starting point in research on the influence of contextual factors on 

startups of new firms. A special focus is on local policy and the transition from government to 

governance that has taken place in the public sector which has opened up opportunities for 

political entrepreneurs (see von Bergmann-Winberg & Wihlborg 2011). New local, formal 

and informal institutions emerge and are reflected in new forms of collaboration between 

local government, market actors and the civil society. This development is also reflected in 

the emergence of new social capitals with new networks with new constellations of actors and 

new norms and values on what government can and should do, and with whom.  

The term social capital has a long pre-history (see e.g. Westlund 2006 for a summary). When 

Putnam (1993) made the concept famous across the world, he was solely focusing on the 

norms and values (such as trust) and the networks of the civil society. The mainstream of the 

social capital literature is still following this tradition, but a growing part of the literature is 

also dealing with social capital in the private and public (and the academic) sectors – and the 

relations and networks between actors of different societal sectors. This project is placed in 

this latter tradition. 

The transition from government to governance has increased the opportunities for political 

entrepreneurship but the scope of these opportunities varies across municipalities due to size, 

location and access to economic resources and knowledge, and leadership, ideology, local 

culture, etc. Local political entrepreneurship should have a direct positive influence on other 

forms of local entrepreneurship including startup rates, but the extent of this influence varies 

with the form and content of the political entrepreneurship and how and to what extent other 

actors are involved. This expected positive influence of political entrepreneurship can also be 

promoted or prevented by other local institutions, factors and actors. Local political 

entrepreneurship should also have an indirect influence on startup rates through its influence 

on the local social capital of various sectors of society. 



The relationship between local policy and social capital is mutually interdependent. 

Policymakers are forming and re-forming local government´s social capital, which is one of 

the key components of the total, local social capital (see Figure 2, attached). However, there 

are good reasons to assume that the relationships between the social capital of local 

government, business life, civil society and the academy vary between municipalities of 

different size, location, resource endowments and business structure. Thus, similar local 

policy will probably not have the same impact on the local social capital or on new firm 

formation, in different types of municipalities or regions. 

Already Schumpeter (1934, p. 86) pointed out the “reaction of the social environment” as a 

factor that could prevent entrepreneurship. Westlund & Bolton (2003) continued on this path 

when they discussed entrepreneurship-facilitating and -inhibiting social capital. This project 

will take one step further and analyze the relationships between local policy in the age of 

governance and the (entrepreneurship & innovation-facilitating and -inhibiting) social capitals 

of local government, universities, business life and civil society – and the relationships 

between the four sectors (it can of course be discussed whether the academy is a sector of its 

own, but it will be treated like that in the analysis). Thereby, the role of social capital for the 

creation and functioning of local clusters, local innovation systems and public-private 

partnerships will be studied. 

 

Methods and implementation 

A project like this deals with a number of complicated causal and interdependent 

relationships. Some of them can be analyzed with quantitative, statistical/econometric 

methods; some of them must, due to lack of data and their “soft” nature, be analyzed by 

qualitative methods. A multi-method research design (Tashakkori & Teddlie 2003) broadens 

the dimensions and, hence, the scope of the research project by offering a more complete 

picture of the contextual factors impacting the start-up of new firms. In addition, it enables the 

research project to simultaneously answer exploratory and confirmatory questions when 

developing theoretical and practical insights. Thus, the project is implemented in three stages: 

 

Stage 1. Description of startups of new firms and their survival in total and in various 

municipality types, regarding: 

 Industrial sectors and subsectors 

 Survival rates 

 Growth (in turnover and employees) 

 Profit 

 Owners‟ gender 

 Owners‟ education level 

 Owners‟ previous entrepreneurship experience 

 Owners‟ previous income 

 Owners‟ family‟s previous income 

 Owners‟ family‟s previous entrepreneurship experience 

 Owners‟ country of origin and time of stay in Sweden 

 Owners‟ age 

 And combinations of these characteristics, as e.g. sector and survival rates, survival 

rates and owners‟ gender, previous income, country of origin or age, etc, etc. 

 

We will use longitudinal databases provided by SCB. By coordinating the SCB individual 

database LISA, and the company database FDB, we will be able to link individuals and 



families with their businesses over a consistent period of twenty years (1990-2011). SCB data 

can also be linked to the Community Innovation Survey (CIS). 

 

Stage 2. Quantitative statistical/econometric analysis of determinants of startups in total and 

in various municipality types and with the abovementioned characteristics of the firms and 

their owners – with special focus on the role of local policy and local social capital. 

The quantitative analysis is described in Figure 1. A questionnaire to all municipality 

directors in Sweden will be done (as a revised and extended follow-up to the one reported in 

Westlund (2011)) in which local entrepreneurial/innovative policy will be studied and indices 

of total and various components (after e.g. stages of the entrepreneurial process) will be 

compiled. The questionnaire will also give material for an index of local government‟s social 

capital. Local business life‟s social capital will be measured by questions in Svenskt 

Näringslivs yearly survey to 200 firms (or more) in every municipality and by data from the 

CIS, aggregated to municipality level. Local civil society‟s social capital will be measured by 

various civil indicators from SCB. (Universities‟ social capital will not be dealt with in the 

quantitative analysis). Control variables (other factors) will be collected mainly from SCB. 

Micro data on enterprise forms, owners and employees (see above) will be purchased from 

SCB.  

 

Stage 3. The quantitative analysis will form the base for selection of about 25 municipalities 

for the qualitative analysis. Metropolitan, urban, rural and sparse rural municipalities will be 

selected 1) based on their scores in terms of entrepreneurial/innovative policy and startup 

rates, and 2) based on their positions in the statistical analysis, i.e. whether they are “on the 

line” or showing high positive or negative residuals. 

A qualitative analysis in selected municipalities of the relationships 1) between local policy 

and local social capital, 2) between the social capitals of various societal sectors and 3) 

between policy and social capital on the one hand and startups on the other. Representatives 

of local government, business life, civil sector and, where it is relevant, universities, will be 

interviewed. The interviews will be inspired by an interactive research approach (Lundin and 

Wirdenius 1990). The interview data will be complemented with other information, such as a 

questionnaire to key persons, participatory observations, documents and archival data. 

 

Plan for scientific deliverables 
The scientific deliverables will consist of conference papers, peer reviewed journal articles 

and book chapters. The team has a high production rate and estimate to produce about 15 

articles and chapters 2016-18. 

 

Societal value of the research 
Many municipalities and regions outside the metropolitan areas face problems of economic 

and social sustainability. Growth policy and industrial policy are national policies for 

sustainable economic development being implemented and evaluated from above. The impact 

of local policy on new firm formation is mainly unknown. In spite of a rapid development of 

new forms of governance and public-private relations at local government level, the 

relationship between local policy, local social capital and local business development is an 

almost unstudied field in Sweden and internationally. The project will advance the research 

frontier and bring new knowledge on 1) how local political/policy entrepreneurship is 

performed in practice, 2) the role of social capital in these processes, and 3) how local policy 

and social capital influence new firm formation. It will lay a ground for further research in 

this multidimensional field. Moreover, the results will be highly policy relevant. 

 



Plan for communication with stakeholders/end users 
The project is designed and will be performed in collaboration between Arena för Tillväxt 

(ICA, Swedbank and the Swedish Association of Local Authorities and Regions (SKL)) and 

the researchers. The research results will continuously be reported and discussed among the 

parts and disseminated to the local and regional stakeholders in Arena för Tillväxt. (See 

Figure attachment). The results will also be communicated to Jordbruksverket and to other 

relevant partners (see below). 

 

National and international collaborations 
Westlund and Naldi are leading the Swedish part of the Formas financed RURAGRI project 

Towards a smart rural Europe, with French, Italian and Austrian praticipants. Westlund has 

since 2009 been member of the Royal Swedish Academy for Agriculture and Forestry‟s 

(KSLA) Committee for Rural Development, and the Swedish Rural Development Network‟s 

and Formas‟ Scientific Council for Rural Development. He is Editor of Springer‟s book series 

Advances in Spatial Science. He will lead parts of the evaluation of the current Rural 

Development Program in Sweden. See also Westlund‟s CV. Andersson is among other things 

Editor of Annals of Regional Science and member of the Jury for Global Award for 
Entrepreneurship Research and recipient of the 2012 young entrepreneurship researcher 

award. He was also elected “research leader of the future” by Formas 2011. 

 

Gender aspects 
Special attention will be given to gender aspects in terms of how gender composition among 

firm owners and employees is connected a) to other firm characteristics (see Stage 1), and b) 

to the impact of local policy and local social capital on firms‟ development. The project will 

bring new knowledge on these aspects. 
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